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Directors’ Report to the Shareholders: 


1981 HIGHLIGHTS 


# Amalgamation with Pyx Explorations Ltd. 


m Associated company, Rayrock Resources Limited, has record revenue and profits 


Discovery’s amalgamation with Pyx Explorations Ltd. is of significant benefit to 
both companies. The resulting corporation is debt free and has assets with an appraised 
value of some $12,000,000 or $1.77 per common share. The amalgamation was approved 
by shareholders of both companies at meetings held on January 6th, 1982. Your company 
will now be able to initiate projects and consider acquisitions that would be beyond the 
capacity of the individual companies prior to their amalgamation. Exploration risks will 
be spread over a greater number of projects thus increasing the chances for success. In 
addition, there will be some savings in taxes and overhead expense. 


The initial objective for Discovery is to make an oil and gas acquisition in Western 
Canada. The industry is undergoing a difficult period caused by lack of new funding, high 
interest rates and the Alberta/Ottawa agreement on oil and gas pricing and taxation. 
Since conditions should improve in the near future, it appears appropriate to be evalu- 
ating acquisitions during the current year’s depressed conditions. 


At year end, Discovery held a 40 percent voting interest in Rayrock Resources 
through holdings of 980,800 common shares and 200,000 preferred shares. Rayrock is a 
resource development company that is active in mining and petroleum production and 
exploration. For 1981, Rayrock has reported revenue of $10,571,000, cash flow of 
$4,882,000 or $1.07 per share and net profit of $0.75 per share which are all time records 
for the company. Rayrock owns 26.5% of the Pinson 1,000 ton per day open pit gold mine 
in Nevada and that operation has repaid its U.S.$15,750,000 project loan and is now debt 
free. Revenue in 1981 from Rayrock’s share of Pinson production amounted to $7,877,000. 


Rayrock is financing a one-third interest in the Cordex IV Syndicate which 
conducts mining exploration programs in the Western United States. The syndicate has 
made a new gold discovery in Nevada that is in the early stages of exploration. Preliminary 
drilling results indicate the presence of an orebody that is mineable by open pit. 
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In addition to its mining interests and investments, Rayrock owns petroleum and 
natural gas properties worth some $14,300,000 or $3.15/share at a 15% discount rate. 
Sales revenue from petroleum and natural gas production in 1981 amounted to 
$2,329,000. Rayrock’s expenditures for oil and gas exploration and development in 1981 
were $1,045,000 in Canada and $204,000 in the United States. 


At the Gordon Lake, N.W.T. gold property, which is two-thirds owned by 
Discovery, the lessees, Noranda and Pamour, completed milling the ore above the 1,000 
foot level in September. The mill, plant and camp have been dismantled for removal from 
the property over the winter ice road. Production in 1981 amounted to approximately 
15,760 ounces of gold. No net profits were earned; however, Discovery will recoup a 
portion of its expenditures on the property from the lessees. As reported in last year’s 
Annual Report, diamond drilling indicates that the high grade ore vein continues below 
the 1,000 foot level. 


In the Yukon, Arctic Red Resources Corp. has expended some $350,000 on 
underground rehabilitation of Discovery’s LaForma gold property. The agreement with 
Arctic Red calls for additional expenditures in 1982. On the LaForma East Block claims 
no further expenditures will be made as drilling returned very low gold values. 


Discovery’s 50% owned Johnsby Mines Limited was inactive during the year. 
Johnsby owns a very large tonnage low grade gold deposit in the Northwest Territories. 


The financial statements presented in the Annual Report include a pro forma set 
of statements for the amalgamated corporation as at December 31, 1981 as well as actual 
statements for each of Discovery and Pxy Explorations Ltd. as at December 31, 1981. 
Shareholders should concentrate on the pro forma statements as they provide the clearest 
picture of the amalgamated corporation. 


We thank all shareholders for their continued support and we welcome all new 
shareholders to the company. 


On behalf of the Board, 
Chairman of the Board President and Managing Director 


Toronto, Ontario 
April 23, 1982 
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Pro-Forma Consolidated Balanc 


ASSETS 


Current assets 
Cash and short-term investments 2.0.5. yee) eee ee ee 
Accounts receivable and prepaid expenses............... 
Current portion of amount due from Noranda Mines Limited . 


Due from Noranda Mines Limited (note C)................... 


Long-term investments (note D) 


tyre. 0! is Ol ie: 10 10: @ .0 0 6: "0: Je: je! 16: 10: 0 ‘oe: a; “8 {e: ‘e| 10) © (0 0 


Mining properties (note E) 
Mining claims 23.350. Sas5 oe en ee Oe eee eee rece 
Deferred exploration and development expenditures ........ 


Oil and gas properties (note F).... 0... .. ce eee eee eee 


Other assets 


@ 0] (© (0: \@ © @ © 6 © @ (6: @ (6) (0) ‘e (0. © ‘0 (©) ie: ence 0) @ @: ©. ‘0 © o: (6) 'e) @ % ‘© (0) e7 (e: 6 (8, (0, <0: (e 


1981 


$ 817,056 
169,964 


1,000,000 
1,987,020 


2,468,019 


2,623,154 


379,327 
1,113,862 


1,493,189 


1,331,483 


59,029 


$9,961,894 


1980 
$ 924,383 
36,348 


1,000,000 
1,960,731 


3,528,076 
1,966,457 
383,636 
1,113,862 
1,497,498 
947,371 


87,228 
$9,987,361 
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heet as at December 31, 1981 note A) 


LIABILITIES 


Current liabilities 
ACCOUnLS payable,and accrued Mabilities .). ...1-.a)aee ee eee 
Ic OMmestaxcs: Day aVlelwe Sun a rcan cree ene er 
Creve pOLlom Omdciclred InCOMme, (AXeS .75 47 4 4c oe ee 


Deferred income taxes (note G).. 2.0.0.0... 0c ee ee ee eee 
Minority interest in subsidiary company..................... 


SHAREHOLDERS’ EQUITY 
Capital stock 
Authorized — 
2,000,000 preference shares, par value $1 each 
10,000,000 common shares of no par value 
Issued (note H) — 
6,631,963 common shares (1980 — 6,549,163) ......... 
Contriputedsurplusige. cock oo hae soins weld gs cei ges ee teats 


DSTI ee ss 2 2 ERS od BES CEOS 


MINES LIMITED 


1981 


$ 64,027 
122,318 
488,000 
674,345 

1,440,000 
26,394 
2,140,739 


8,138,816 
587,454 
(905,115) 
7,821,155 
$9,961,894 


1980 


$ 62,178 
14,008 
488 ,000 


564,186 


1,643,546 
27,244 


2,234,976 


8,000,816 
587,454 
(835,885) 
(Eye is) 
$9,987,361 
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Pro-Forma Consolidated Statement of Deficit 
For the Year Ended December 31, 1981 


(Note A) 
1981 1980 
Deficit — beginning of year ............... 0.0.0 e eee eeee $ 835,885 $2,093,512 
Net Joss: (earnings) for the yeah, ee 69,230 (1,920,826) 
Share. issue €xpenses @... cst cae ee eee _ 63,199 
Deficit — end of year.......).....5.7.. eee $ 905,115 $ 835,885 


Pro-Forma Consolidated Statement of Earnings 
For the Year Ended December 31, 1981 


(Note A) 
1981 1980 
Income 
Revenue from petroleum operations) ..5.8 eee $ 98,719 $ 159,782 
InvestmentWncome se... ees ee 239,737 121,882 
Gain on disposal of fixed assets and investments........... 2,388 48-168 
40849 (520.832) 
Se Se SS 
Expenses 
Cost‘ot petroleum production saee ee ee 47,809 75,938 
Petroleum and gas revenue tax ae ae ee ee 4,341 — 
General and administrative expenses (0 a ee 296,501 270,309 
Bank inter@st:f. 7 6 c7c.. Gite eee eee eee ee ee _ 11,185 
General exploration=: .....2:7..5... 0 Se eee eee 32.273 215,646 
Depreciation-and depletion... 2. oy i eee eee 46,772 30,464 
Amortizationo: other assets)... -. a4 eee 31,551 
Foss on sale;oLinvestinetits. 1 ree ee 5,022 _ 
464,269 603,142 
Loss before undernoted items .................00 0 cece eeeee (123,425) (273,310) 
Share of earnings (loss) determined by the equity method. ...... 850 (10,646) 
(Loss) before income taxes... .......... 00... cee eee eee tees (122,575) (283,956) 
Provision for (recovery of) income taxes 
CUITENU ara ek are Shee ipiticens arent ae nw eae 150,201 (753757) 
Deferred serie ons cad a eo ge ee (203,546) (74,505) 
(53,345 (150,26 
(Loss) before extraordinary items...................0.0000 (69,230) ) (133,694) 
Extraordinary items (note J)......... 00... cece eee cee neces 2,054,520 
Net (loss) earnings for the year... 2.0.00... 00.0. cece ee eeee $ (69,230) $1,920,826 
(Loss) per share before extraordinary items................... $(.01) $(.02) 
(Loss) earnings per share for the year..................0000 $(.01) $ .29 
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Pro-Forma Consolidated Statement of Changes 


in Financial Position 
For the Year Ended December 31, 1981 
(Note A) 


Source of working capital 
hrocccdsion sale Of ayrock investinent> «ce eee 
ASSUCEOLSNATCS Piet tee Rare kee ce ee aoe 
Reduction in amount due from Noranda Mines............ 
PLOCCCOUSION Salc Ol un VEStIent(s 2.05 © .tetev sie ne oe ea 


Use of working capital 
Used in operations 
Loss 16m thezyear before extraordinary items’: 2.25. .e - ae 
Items not affecting working capital — 
Deprectavlonrand@ amortization: 22.5 «+e ee ee 
Poss OMGiSpOsalrOlun vestments = -s-i - yee 
Gain on disposal of mining property............. 
IReCOVely Of GElerred INCOME taXCS Bar en. se vce 
Share of earnings determined by the equity method . 
Deferred expenses of prior year written off........ 


MISCCMINODELALIOUS Hr rte Bete ote ae ee vies Mee og ot aas 
Expenditure on petroleum and natural gas leases........... 
MIRC HASe Ol LIXCCTASSCIS 3 tere sy els fle ee he oh ed sl ee es ee 
IVestitenisraln Gad VANCES citer’ a atrtstetecs he eas atts eae ote 
ACQUuISICOn OL suosidiary COMpPanieS.... 5)... 2 fesse 2 er 
GriLrenmpOLuOmOldclerrcd ICOMe TAXES). cc oes ome ele 
POG TeRLeLUCIATU CS Mrmr B a2 2rik B06 sis sie eha te crags 
DitkesisSUGICNDCUSES fay i aa rus Riu) eo usa cbs akn ose al shag 


(Decrease) increase in working capital..................---. 
Working capital (deficiency) — beginning of year.............. 


Working capital — end of year. .......... 2... eee eee eee eee 


1981 


138,000 
1,060,057 
18,780 
2,389 


1,219,226 


69,230 


(78,323) 

(5,022) 
2,388 
203,546 
850 


192,669 


426,081 
3,847 
680,499 


1,303,096 


(83,870) 


1,396,545 
$1,312,675 


1980 


$1,015,306 
1,241,857 
1,415,476 
361,286 


4,033,925 


133,694 


(30,464) 
48,168 


74,505 
(10,646) 
(97,213) 


118,044 
447,775 
2,951 
642,252 
401,994 
488 ,000 
PRY 
63,199 


OP rer Los) 


in hehe iheys) 
(402,213) 


$1,396,545 
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Notes to the Pro-Forma Consolidated Financial Statements 
FOR THE YEAR ENDED DECEMBER 31, 1981 
(Note A) 


A. BUSINESS COMBINATION 


On January 7, 1982, Pyx Explorations Ltd. (“Pyx”) and a wholly-owned subsidiary of Discovery 
Mines Limited (“Discovery”) and Discovery amalgamated under the name of Discovery Mines 
Limited pursuant to the provisions of the Canada Business Corporations Act in accordance with 
the amalgamation agreement dated December 4, 1981, among these three parties. 


On the amalgamation, treasury common shares of Discovery were issued to the shareholders of 
Pyx, exchanging five common shares of Pyx for three common shares of Discovery. 


The amalgamation has been accounted for on a pooling-of-interests basis, whereby the combining 
companies are considered to have been one entity throughout their existence, and the effect of 
inter company transactions is eliminated. These pro-forma consolidated financial statements are 
included as supplemental information to the 1981 financial statements of both Discovery and Pyx 
to disclose the substance of the merger and the effects of the merger on the reported financial 
position and results of operations of the amalgamating companies. 


B. ACCOUNTING POLICIES 


The accounting policies of the company are in accordance with generally accepted accounting 
principles. Those policies considered particularly significant are outlined below: 


(a) Basis of consolidation 
The consolidated financial statements include the accounts of the company and its subsidiary, 
Camlaren Mines Limited. The accounts of a subsidiary company, Avoca Mines Canada 
Limited, have not been consolidated herein because the subsidiary of that company is currently 
being supported by the Government of Ireland and increases in equity are not likely to accrue to 
the parént company. The investment in Avoca is carried at nominal value. 


(b 


— 


Long-term investments 
The investment in shares of significantly influenced companies is carried at cost adjusted by the 
company’s share of their earnings or losses since significant influence was obtained. 


Other long-term investments, including investment in Rayrock Resources Limited, are carried 
at cost and are written down when there is evidence that their inherent worth has declined 
below their carried value. 


— 


(c) Deferred exploration and development expenditures 

These expenditures are deferred until such time as they are written off against production from 
the property to which they apply or until the claims are sold or otherwise disposed of. 
Expenditures made in the general search for minerals are normally charged to expenses in the 
year incurred. 


Costs incurred in exploring for oil and gas, including participation in joint ventures, are 
capitalized until completion of the particular exploration and drilling programme, at which 
time the costs of unsuccessful programmes are written off. 


(d 


— 


Depreciation and depletion 


Depreciation on equipment is provided on a declining balance basis at a rate of 20% per annum. 
Depletion of oil and gas properties and drilling costs is determined partly by the unit-of- 
production method based on proven reserves and partly on a straight-line basis over 60 months. 
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(e) Income taxes 


The company follows the deferral method of income tax allocation whereby the provision for 
income taxes is based on income reported in the accounts. 


Principal timing differences result from reserves claimed for tax purposes on the Noranda 
receivable and from exploration expenditures claimed for tax purposes in excess of amounts 
written off for accounting purposes. 


The effective rate of tax is less than the combined federal and provincial rates, due to 
permanent differences such as depletion allowances, resource allowances and other mining 


allowances. 


C. DUE FROM NORANDA MINES LIMITED (“NORANDA”) 


1981 1980 
Receivable arising on the disposition to Noranda of 
Apsane Ob NCL PromisconlaCt:.. 2. 2ohycin a oe oa aie ee $3,400,000 $4,400,000 
SSCL CINE OLN IR Tee i es ota nc re _ 1,000,000 _ 1,000,000 
2,400,000 3,400,000 
Receivable on the basis of $0.25 per ton of ore mined and 
milled from a producing property formerly owned by 
BlieeC OUND ee rie ei orale ea: ene a eed ne oe ee 68,019 128,076 
$2,468,019 $3,528,076 
D. LONG-TERM INVESTMENTS 
1981 1980 
Investment in shares of Rayrock Resources Limited — 
Common shares — (quoted market value $4,189,000; 
LE Deh FRI N00) SR pa aR ER aR OR ieee ee oe, ee aap $2,061,488 $1,696,485 
Pere CS ee eee ae en nee 200,000 100,000 
2,261,488 1,796,485 
Debentures and advances to significantly influenced companies 15,007 7 
Investments in other mining companies — at cost 
(quoted market value $166,000; 1980 — $270,000) ..... 197,659 158,965 
Non-interest bearing advances to officers, directors and 
employees under a stock purchase plan, due on or 
Bette eCeMIDEr lla gre ew eee ald ok oe siete ee oe 149,000 11,000 
$2,623,154 $1,966,457 
E. MINING PROPERTIES 
i) Mining claims were acquired for cash and shares of capital stock as valued 
by the directors of the applicable company and are carried at cost, 
less amounts written off. 
ii) Deferred exploration and development expenditures: 
Coniliren: Projechias <2 ons ono Pas ore se le eo ela $1,113,862 


During 1979 the company and Camlaren Mines Limited entered into an agreement with Noranda 
Mines Limited (“Noranda”) and Pamour Porcupine Mines Limited (“Pamour”), wherein Noranda 
and Pamour placed the gold mining property situated on Muir Island in Gordon Lake, Northwest 
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Territories into production. This agreement provided for the recovery by the company of 
previous expenditures together with a profit share of the project after recoupment of 
expenditures by all parties. The company had direct and indirect interests totalling 


approximately 89% in the mining property. 


However, in 1981 the mining operations on the property were terminated. In view of the 
negative results thereof, Noranda and Pamour have not recouped their costs of production. Asa 
consequence, the company expects to receive a substantially lesser amount from the operation 
than originally envisaged under the agreement with Noranda and Pamour. 


The recoverability of the amount shown for mineral properties and the related deferred 
exploration and development costs is dependent upon the existence of economically recoverable 
reserves, the ability of the company to obtain necessary financing to complete the developments, 


and future profitable operations. 


F. OIL AND GAS PROPERTIES 


1981 
Petroleum and 
natural gas Well 
leases equipment 
COST ete hase OE eee eo eke ee, $1,436,371 $7,533 
Less accumulated depletion 

and depreciation. ++ - tea eee 109,279 3,142 
Netbook valuie2)2) 2 ee $1,327,092 $4,391 


1980 
Total Total 
$1,443,904 $1,013,977 


112,421 66,606 
$1,331,483 $ 947,371 


G. INCOME TAXES 


(a) The parent company has approximately $1,325,000 of exploration and development 
expenditures available for income tax purposes of which $330,000 is not reflected in 


the accounts. 


(b) The company has loss carry-forwards for income tax purposes of approximately $59,000 which 


expire by December 31,1982. 


(c) The potential tax benefits arising from the deferred exploration and development expenditures 
and the loss carry-forwards have not been reflected in these pro-forma consolidated financial 
statements, and will be recognized in future periods only to the extent they are deductible for 


income tax purposes. 


H. ISSUED CAPITAL STOCK 


i) For the purpose of these pro-forma consolidated financial statements, the issued capital stock 


on amalgamation was determined as follows: 


1981 1980 
Number of Number of 
shares shares 

Common shares issued to the former 

shareholders of Discovery on a 

one-for-one exchanger 14.9 4,255,630 $4,640,630 4,255,630 $4,640,630 
Common shares issued to the former 

shareholders of Pyx on a 

three-for-five exchange........ 2,376,333 3,498,186 2,293,533 3,360,186 

PLOtal ecoe sea Pen ie eae ke erent ee ee 6,631,963 $8,138,816 


6,549,163 $8,000,816 
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ii) Shares issued in the year 
During the year, a total of 82,800 shares (138,000 shares of Pyx were issued) were issued 
pursuant to an employee share purchase plan for a consideration of $138,000. 


I. STATUTORY INFORMATION 


A total remuneration of $10,000 was paid or payable by the company to the directors and senior 
officers for the year ended December 31, 1981 (1980 —$6,000). 


J. EXTRAORDINARY ITEMS 


eid IOLS tetera OQ" 
Gain on disposition of a share of a net profit contract formerly 
owned by the company, net of income taxes of $2,228,019 
POC UNORTMINLCTESL O1.9092,5100 kes. ee $ — $1,548,425 
Gain on sale of 400,000 shares of Rayrock Resources Limited 
Mietotes I). O09 deterred tax provision) @ a--< + saeeis soe 358,124 
Realization of previously unrecorded tax benefits........... = 147,971 
$ — $2,054,520 


K. RELATED PARTY TRANSACTIONS 
(a) During the year, the company purchased 30,800 shares of Rayrock Resources Limited 
(“Rayrock”) to hold 1,087,900 shares at December 31, 1981. The company owns an 
additional 200,000 six-percent cumulative preference shares of Rayrock. Rayrock, in turn, 
owns 38.0% of the company’s outstanding shares. 


(b 


— 


Rayrock pays substantially all of the remuneration of directors and senior officers together 
with the rent and other joint costs (including general exploration) of associated companies, and 
is reimbursed by the companies for their proportionate share thereof. The amount paid during 
the year by the company in respect of such charges was $177,850 (1980 — $139,200). 
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Consolidated Balance Sheet as at December 31, 1981 


ASSETS 


Current assets 
Cash and term deposits... j2.< ss secye hogs oly ane ene ene eae are 
Accounts receivables oo... 1 3. ecko nee oie CR ee een 
Income taxes recoverable. <.5, acne ls | ne Dee ee ere oe 


Due from Pyx Explorations Ltd. (note 3) «2.22... 2.5 soec esc n eee foe es «nee 
Long-term investments (notes 4and 9)... 1.0... ccc cc ee eee eens 


Mining Properties (note 5) 
Mining claims 2.6.01. % ace. d:0 c.g) oa ahe ele eran nee ee meee lee tel omen Ren meets cae 
Deferred exploration and development expenditures................... 


Petroleum and natural gas leases —at cost, less accumulated depletion of $109,279 
(1980 —.$65,345) ion ecu e's sons wate emis p= octet EN eee eee eae 


Other: aSSEts 2%. o.s os ete noe wie eles Me eI Fe SO ee ee are aera 


LIABILITIES 


Current liabilities 
Accounts payable and accrued liabiliticsi.eee ween eee ee ee 
Petroleum! and gas revenue taxes payable =n ee ee ene 


Minority interest 0.0 oe.)5.4.4 Swe schon 8 Ui clene iano te ees eee eee 


Capital stock (note'6) 55.6.8 soi sccuece eae 
Contributed surplus ii.3/003.% j.ciciece $4 hve sane os eee 
Deficit 5.5/5 85 2 heat ie Ae cote ce A ee I ee 


Signed on behalf of the Board 
J. C. BYRNE, Director 
H. J. WHELAN, Director 


1981 1980 
$ 393,496 $ 816,577 
39,717 26,707 
Ae ___7,000 
433,213 850,284 
616,000 E. 
1,821,891 1,561,711 
273,300 342,615 
1,113,862 1,113,862 
1,387,162 1,456,477 
__ 677,325 __ 356,457 
__55,584 ___ 87,228 
$4,991,175 $4,312,157 
1981 1980 
$ 40,846 $ 38,699 
2,091 = 
42,937 38,699 
26,394 27.244 
69,331 65,943 
4,640,630 4,640,630 
506,774 506.774 
_ (225,560) = _(901,190) 
4,921,844 4.246.214 
$4,991,175 $4,312,157 
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Consolidated Statement of Deficit 
For the Year Ended December 31, 1981 


1981 1980 
Deficit — beginning of year 
PA SIDECVIOUSIVELEDOTLCC Mtn carats acts hence Se Fe ee NE ee eee $ 839,821 $1,213,815 
Adjustment to prior years’ net earnings (note 9)... ........ 0 cece ee eeee 61,369 14,289 
EASHTCS COLE Eee in” 28 Saree NSA Ne TMG a ee, REI A ee ee 901,190 1,228,104 
INGtleCariihies Or Che year nes So es cine ao Sen ee Re ee (675,630) (390,113) 
DNAREHSSIEC EXPCIISES ere ciation ce TER he Coe aay URS Ruan ee ee ee - 63,199 
Dect end Olveaker te. chi: eee os weil hed os aac eee Ae $ 225,560 $ 901,190 
Consolidated Statement of Earnings 
For the Year Ended December 31, 1981 
1981 1980 
Income 
IRCVENUG IFO PetLOiclsad OPeratlons a4 werk piece tei te + meaner ei ee em tens $ 97,667 $ 159,361 
INVESUIMEHEINCOMEC Pein tn cate te aier nine care heen cee eterna Cte 204,863 71,907 
GainronisalerolenvestmMentsm ccna crit oe cece henner eee enone 311 17,542 
(Samonsale OL mining properties (note: 10(C))ika.. actos... stern etaiale + seen 649,075 — 
951,916 248,810 
Expenses 
Cosuomperoleunt ProductiON ys mck eae shou dae ewe ee ees eae le cere ene 47,182 75,190 
Pecolcuimanargas TeVenUe taXeS .~ mic. vo meas deretin see aoe oo eet 4,341 — 
AGMMistrativevania: Ceneral ee heats aise & shew soci © eierarel@ &cceraiale witha @hamsateiae 143,123 154,212 
BANKSINCCKES CREE heen eee elousiete eos on yeti ehe tenets costae a ene — 11,185 
De pre cianonanaiGe PICuON certs, eta eiemae oe ear ais s sieleyenaaaieene «eeitelers 44,029 28 348 
ENELAL EXDIOL AONE a cle aia eieiis sre) Sep ot miola ein ‘of oinlinke, Gk ateleus atv ttohedapeye eMetovale 6,910 67,849 
IAMOTUZATIONIOMOLHETASSEtS\crerence cr ects cia Nee oie eetenel on ceo lela debtollentattooliod treats is 31,551 — 
277,136 336,784 
Earnings (loss) before the undernoted items .................0 000 e scenes 674,780 (87,974) 
Provision for (recovery of) income taxes ........... 5.600 e eee eee eens 347,750 (46,327) 
327,030 (41,647) 
Share of earnings (loss) determined by the equity method (note 9)............. 850 (10,646) 
Earnings before extraordinary items ....... 0.0.66. 00 c ee eee eee 327,880 (52,293) 
‘Extraordinary items (note 8)... 2.250. 6 eee cc eee mentee eres beeasawes 347,750 442,406 
Net earnings forthe years ics: = 0%  <2ielk s «decns i aais oe a8 Rom ions ince fom nha $ 675,630 $ 390,113 
Earnings (loss) per share before extraordinary items .................5+5+55: $.08 $(0.01) 


Earnings per share for the year... ... 0... 6.6 cece eee eee eee ee eee $.16 $.09 


DISCOVERY MINES LIMITED 


Consolidated Statement of Changes 
in Financial Position 
For the Year Ended December 31, 1981 


ee 
Source of working capital 
Proceeds’On' issue*of treasury stock’: wns.) ee eee eee eee $ — $1,241,857 
Proceeds on sale of mining properties </7.> ©... as ene ee eee re 718,388 — 
Proceeds on'salevot investmentsmeeee ee ae een eee 5,311 1,114,464 
Reduction in current income: taxes! (NOt .S) seinen eae 347,750 — 
1,071,449 2,356,321 
Use of working capital 
Earnings\(loss) before extraordinary items -. 2 ae eee 327,880 (52,293) 
Items not affecting working capital — 
Recovery of deferred income taxesear ee ene — (46,327) 
Depreciation, depletion and amortization’ ..4.... 0). aa tt 75,580 28,348 
Gain on sale ofinvestments =. =. seer reece ene renee (311) (17,542) 
Gain on sale of mining properties: auia. secre eee (649,075) _ 
Share of earnings determined by the equity method............. (850) 10,646 
Used in operations: « os 4 scauns,a pieessnel ison sae eee ea 246,776 77,168 
Issue of promissory note: « .. ¢ bse» «vats cusele aetee Renee eer 616,000 = 
Purchase of anvestments 5. <4). Sites snares oes een 265,180 192,397 
Purchase of petroleum and natural gas properties. eee ren 364,802 129,802 
Deferred charges: . 22,3 6. os cides ont, ote, Peete en ae eee eee — 70,952 
Share isSié expenses: s .< 32 swe were oe eias retetene  e — 63,199 
Acquisition of subsidiary company...2.). 2.0 5. soto oe oe eo eee _ 16,857 
1,492,758 550,375 
(Decrease) increase in working capital. .............. 0.0... cece eee eee (421,309) 1,805,946 
Working capital (deficiency) — beginning of year.....................4--. 811,585 (994,361) 
Working capital — ‘end of year «.. 040524 o25« 156 sage eee hee ee ee ee $ 390,276 $ 811,585 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Discovery Mines Limited as at December 31, 1981 and the 
consolidated statements of earnings, deficit and changes in financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards, and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the company as at 
December 31, 1981 and the results of its operations and the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles applied, after giving retroactive effect to the change in 
accounting for investment income referred to in note 9 to the financial statements, on a basis consistent with that of the 
preceding year. 


Toronto, Canada COOPERS & LYBRAND 
March 19, 1982 Chartered Accountants 


DISCOVERY MINES LIMITED 


Notes to Consolidated Financial Statements 
FOR THE YEAR ENDED DECEMBER 31, 1981 


1. ACCOUNTING POLICIES 


The accounting policies of the company are in accordance with generally accepted accounting principles. Those 
policies considered particularly significant are outlined below: 


(a) Basis of consolidation 
The consolidated financial statements include the accounts of the company and its subsidiary, Camlaren Mines 
Limited. The accounts of a subsidiary company, Avoca Mines Canada Limited, have not been consolidated 
herein because the subsidiary of that company is currently being supported by the Government of Ireland and 
increases in equity are not likely to accrue to the parent company. The investment in Avoca is carried at 
nominal value. 

(b) Long-term investments 


The investment in shares of significantly influenced companies is carried at cost adjusted by the company’s 
share of their earnings or losses since significant influence was obtained. 


Other long-term investments, including investment in Rayrock Resources Limited, are carried at cost and are 
written down when there is evidence that their inherent worth has declined below their carried value. 


— 


(c) Deferred exploration and development expenditures 
These expenditures are deferred until such time as they are written off against production from the property to 
which they apply or until the claims are sold or otherwise disposed of. Expenditures made in the general search 


for minerals are normally charged to expense in the year incurred. 


Costs incurred in exploring for oil and gas, including participation in joint ventures, are capitalized until 
completion of the particular exploration and drilling programme, at which time the costs of unsuccessful 
programmes are written off. 


(d 


~~ 


Depreciation and depletion 

Depreciation on equipment is provided on a declining balance basis at a rate of 20% per annum. Depletion of oil 
and gas properties and drilling costs is determined partly by the unit-of-production method based on proven 
reserves and partly on a straight-line basis over 60 months. 


(e) Income taxes 
The company follows the deferral method of tax allocation whereby the provision for income taxes is based on 
the income reported in the accounts. 


. BUSINESS COMBINATION — SUBSEQUENT EVENT 

On January 7, 1982, Pyx Explorations Ltd. (“Pyx”) and a wholly-owned subsidiary of Discovery Mines Limited 
(“Discovery”) and Discovery amalgamated under the provisions of the Canada Business Corporations Act in 
accordance with the amalgamation agreement dated December 4, 1981 among these three parties. 


On the amalgamation, treasury common shares of Discovery were issued to the shareholders of Pyx, exchanging 
five common shares of Pyx for three common shares of Discovery. 


The merger has been accounted for on the pooling-of-interests basis. Pro-forma information on the financial 
position as at December 31, 1981 and the results of operations and changes in financial position for the year then 
ended, on a pooling-of-interests basis, is included in Appendix A-1 to Appendix A-7. 


3. DUE FROM PYX EXPLORATIONS LTD. 


This amount is due for repayment in 1983, and bears interest currently at prime plus 1%. 


. LONG-TERM INVESTMENTS 
(a) 1981 1980 


Investment in shares of Rayrock Resources Limited at cost — 


GOMMONESHALES hare ee ae see eee Petes Ouastone viene nan Keto) eke el erage $1,543,163 $1,404,277 
PrelerenCe SHALES Mi eied mus arciral allies, sienna chee cle ete ncn a take eiaueiterte Peucuste 200,000 100,000 
1,743,163 1,504,277 

Debentures and advances to significantly influenced companies ......... 15,007 4 
Other investments — at COSt =... niu aes oo ad hate a ieee as oe 63,721 57,430 
$1,821,891 $1,561,711 


DISCOVERY MINES LIMITED 


(b) The quoted market value of the common shares of Rayrock Resources Limited is $3,776,080 (1980 — 
$7,244,000). 


(c) Other investments consist of listed shares carried at a cost of $63,721 with a quoted market value of $41,159 
(1980 — $57,430 and $53,500 respectively). 


(d) The quoted market values referred to above do not necessarily represent the realizable value of these holdings 
which may be more or less than that indicated by market quotations. 


. MINING PROPERTIES 


(a) Mining claims were acquired for cash and shares of capital stock as valued by the directors of the applicable 
company and are carried at cost, less amounts written off: 


(b) Deferred exploration and development expenditures: 
Camlaren Project 2 x 34 ci. Gage cca eC eee kg ee ee ee ee $1,113,862 


During 1979 the company and Camlaren Mines Limited entered into an agreement with Noranda Mines 
Limited (“Noranda”) and Pamour Porcupine Mines Limited (““Pamour”), wherein Noranda and Pamour placed 
the gold mining property situated on Muir Island in Gordon Lake, Northwest Territories into production. This 
agreement provided for the recovery by the company of previous expenditures together with a profit share of 
the project after recoupment of expenditures by all parties. The company had direct and indirect interests 
totalling approximately 89% in the mining property. 


However, in 1981 the mining operations on the property were terminated. In view of the negative results 
thereof, Noranda and Pamour have not recouped their costs of production. As a consequence, the company 
expects to receive a substantially lesser amount from the operation than originally envisaged under the 
agreement with Noranda and Pamour. 


The recoverability of the amount shown for mineral properties and the related deferred exploration and 
development costs is dependent upon the existence of economically recoverable reserves, the ability of the 
company to obtain necessary financing to complete the developments, and future profitable operations. 


. CAPITAL STOCK 
BO ELT Oe moe 
Authorized — 
2,000,000 preference shares of $1 par value 
6,000,000 common shares of no par value 
Issued and fully paid — 
4 255,030 common shares (1980 '—"4.2551630) 9). sees a aie ee nee $4,640,630 $4,640,630 


. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


Directors and senior officers, as defined in The Business Corporations Act of Ontario, received direct remuneration 
from the company in the year ended December 31, 1981 of $7,700 (1980 — $6,000). 


. EXTRAORDINARY ITEMS 


19811980 

Gain on sale of 400,000 shares of Rayrock Resources Limited (net of $130,609 
deferred tax-provision) 7.4.2 tere ieee Se een eee $ — $ 358,124 
Realization of previously unrecorded tax benefits (note 11(c))............. 347,750 84,282 


$ 347,750 $ 442,406 


. CHANGE IN ACCOUNTING POLICY 


During the year the company adopted the policy of accounting for its shares of earnings of Rayrock Resources 
Limited solely on the basis of dividends that may be received. Previously the company reflected its share of 


10. 


if: 


Rayrock’s earnings on an equity basis, including in the calculation thereof the full effect of the reciprocal 
shareholdings described in note 10(a) in the consolidated statement of earnings. 


As a result of the change, which has been applied retroactively, consolidated net earnings for 1981 and 1980 have 
been reduced by $462,445 and $47,080 respectively, with an increase of $14,289 applying to years prior to 1980. 


RELATED PARTY TRANSACTIONS 

(a) During the year, the company purchased 30,800 shares of Rayrock Resources Limited (“Rayrock”) to hold 
980,800 common shares at December 31, 1981, representing 21.6% of the outstanding common shares of 
Rayrock. The company owns an additional 200,000 six-percent cumulative preference shares of Rayrock. 
Rayrock in.turn owns 41.1% of the company’s outstanding shares. 


(b 


— 


Rayrock pays substantially all of the remuneration of directors and senior officers together with the rent and 
other joint costs (including general exploration) of associated companies, and is reimbursed by the companies 
for their proportionate share thereof. The amount paid during the year by the company in respect of such 
charges was $76,500 (1980 — $63,200). 


(c) During the current year the company sold certain mining claims to an associated company at the estimated fair 
market value of the claims on the date of the sale. The estimated fair market value was determined by an 
independent valuation. 


(d 


— 


During the current year the company purchased certain interests in petroleum and natural gas leases from an 
associated company at the estimated fair market value of the leases at the date of purchase. The estimated fair 
market value was independently determined. 


INCOME TAXES 
(a) The parent company has approximately $1,325,000 of exploration and development expenditures available for 
income tax purposes of which $330,000 is not reflected in the accounts. 


(b) The company has loss carry-forwards for income tax purposes of approximately $59,000 which expire by 
December 31, 1982. 


(c) The potential tax benefits arising from the deferred exploration and development expenditures and the loss 
carry-forwards have not been reflected in these consolidated financial statements, and will be recognized in 
future periods only to the extent they are deductible for income tax purposes. 


PYX EXPLORATIONS LTD. 


Balance Sheet as at December 31, 1981 


ASSETS 
Current assets 
€ash‘and short-term deposits’... 2. «sere ie eee eee eee 
Accounts receivable’ 25 oa osc acs bie oe ol eee ie een ene mee 
Current portion of amount due from Noranda Mines Limited........... 
Due from Noranda Mines Limited (note 3)............ 20... 0000 cee eee eeee 


Long-term investments (note 4) (05.204... 538 Gostamme © Geto eee e ee ee ae 
Mining properties — at cost, less amounts written off (note 5)............... 
Petroleum and natural gas properties — at cost.................00--0000s 


Current liabilities 


Accounts payable and’accrued liabilitiés “234-45 ee ae eer 
Income taxes payable. s,...... 25 Savetakens sie «<p arene ere eae ee eee 
Current deferred income itaxesn 1k eee tee ee 


Due to Discovery Mines Limited (note 6)..................0000000 ee eeee 
Deferred income taxes « \.). 24-3 dns has wees ta oe Ee ee eee 


Capital stock (note: 7) 025 26 see a ee ee ree 
Contributed surplus «.s.....4.6 04. Suissa see Gea ee ee en ee 
Retained earnings 4.0.00 oe. Gc Gos Ae ee ee ee 


Signed on behalf of the Board 


J. C. BYRNE, Director 
W. STEUERMAN, Director 


LOO Ue Bales 200 
$ 423,560 $107,806 
130,247 2,641 
1,553,807 1,110,447 
2,468,019 3,528,076 
801,263 404,746 
756,159 41,021 
wana Tg hn eS 
$6,319,795 $5,675,204 
$ 23,181 $ 23,479 
120,227 14,008 
488,000 488,000 
631,408 525,487 
616,000 = 
1,440,000 1,643,546 
2,687,408 2,169,033 
3,498,186 3,360,186 

80,680 80,680 
53,521 65,305 
3,632,387 3,506,171 
$6,319,795 $5,675,204 


Retained earnings (deficit) — beginning of year 
Net (loss) earnings for the year 


Retained earnings — end of year 


Income 


Revenue from petroleum operations 
Interest and dividend income 
(Loss) Gain on disposal of investments 
Gain on disposal of petroleum and natural gas leases (note 10(d)) 


Expenses 


Cost of petroleum production 

Depreciation and amortization 
General and administrative 
General exploration 
Interest 


(Loss) before income taxes and extraordinary items 


Recovery of (provision for) income taxes 
Current 


Net (loss) before extraordinary items 
Extraordinary items (note 9) 


Net (loss) earnings for the year 
(Loss) per share before extraordinary items 


Earnings per share for the year 


PYX EXPLORATIONS LTD. 


Statement of Retained Earnings 
For the Year Ended December 31, 1981 


Vine: 16) Bi yellow 1@! 19) 46) (6; (0. @1Je! @) e) je Je) @) (8) ey ce) 1. (0) 6) co) Le. 


ee) oh 0] ce. oa mie) #6) 0.6104. <8) 16) (6) 4) (011s; (e'\e sie, ja) © ce) (9) 6!) eis; 11m) es) 8. (© [ele 


eo") [ai Welt [et (e Valle) fe: lat wlelr@) =) ele) ‘wis: oe 1e)c6) 6 6, 16) o) 6 16 0, © 0 e166. 0\ 10! 9) 0 


Statement of Earnings 
For the Year Ended December 31, 1981 


Chr) OO OMCnO) Ce OnO Ci Ceg ONOmOnOech ONO GcHO O Osu ceo 
© “© (6) fe) 6) s; e: \c) & (aire) a, .0| 10; .@ (8) 161 (e150, 6] ¢: 161.6) 0) 19) = (e191) ‘9.1908: fe. le) (el La’ ‘aie 


i) 6) 9) (@ [a] 0! <6) ose: 16] @) (& 4) Si ce (0. 6) .@ USNS) Ce 10) e160) (evel @ le) 818) seis ©. 8) 0 


9), 1@) <4) :@) sete 16) 1e)_'@, (8) due ‘soe! e.'e| fw as; a! (ee) ee! eis) (0) 0) 8 ee) we) (a) a) sis 


Ooch De os GeO Ty OFoeUed ClOncet: D Oli ond th ceidencetie Ce oechity Oman Oo tity O- omceu 


Siiefiol miremierie eins) .ouie! ie 1s; 6) 16 lleise (6: 6)! 18: 6) -6,1'8) /e) 6: B ‘6: je: 6 (e'\ie? {v, 10) [8).p (61 )(0) 18, 4) (6)Ke: (6) 10) J0:) a) 181 \e) (¢, *| (0115.0, 10 


Seulel sXe apreleei s) a) cs) exe! ia: Selle BO, (6 <0.n) le) (9,0) (61.8) Ke) 4) <a, (@] 6: kai, 167 6) @) ool )e) @ue;) 0) 8) ee) eehlels 6] 6.6 61166 


Sfievrelte) oll wite\l oe nates] .62 een) a). 0:.0 0) .e1,6) ie s\ e| el einel 6) 10) ce: .0 <0) (ou) a) tele ue, 016: Wiel (¥. 6, 6 neues eo) 6 sicetie 


S: (el (el (eos) oe ie) Bcwi 16) pre io <0) Jee 8) fw ).e) 16) 0) 1e) (6 6! ©) fe) eyrasm, 


aire) 4) 4) ‘lun, we) @° ele) Si le) Ole) (eles) <6: ce Je: 6) GN 16) (9) ve Wie) (Oe) 9 16) @, (606i) ‘ol ehnm) (S 


1981 1980 
$ 65,305 $1,465,408) 
__ (11,784) 1,530,713 
$53,521 $ 65,305 
1981 1980 
$ 1,052 $ 422 
108,603 49.974 
(5,333) 30,626 
86,389 es 
190,711 81,022 
625 348 
2,743 2.116 
151,445 111,001 
25,363 147.797 
__75,664 ___5,096 
255,840 266358 
(65,129) (185,336) 
(150,201) 75.757 
__ 203,546 __ 28,178 
(11,784) (81,401) 
oo 1,612,114 
§ (11,784) $1,530,713 
$ — $(0.02) 
ote $0.40 


PYX EXPLORATIONS LTD. 


Statement of Changes in Financial Position 
For the Year Ended December 31, 1981 


i ee 
Source of working capital 
Isstie’of shares: 0% 6.2.5 So hak oP Bs 2a OE eee ee A ere eee $ 138,000 $ — 
Reduction of amount due from Noranda Mines Limited................. 1,060,057 1,415,476 
Proceedsion salerofunvestinents same ace aes ee eee 13,468 262,128 
Proceeds on sale of petroleum and natural gas leases................... 297,684 — 
Issue of promissory: Notes. Sate Palo ce tere ci gie one 2 ike bee cate ete 616,000 = 
2,125,209 1,677,604 
Use of working capital 
Used in operations — 
Net loss before extraordinary items aa eee eee: 11,784 81,401 
Items not affecting working capital — 
Depreciation and amortization =. os 44-2 > eee eee ee (2,743) (2,116) 
Recovery of deferred income taxes wna ee 203,546 28,178 
Gain (loss) on disposal of investments 447-45 ee ee (5,333) 30,626 
Gain on disposal of petroleum and natural gas leases........ 86,389 _ 
Write-off of prior years’ deferred exploration 
and development expenses’: Jase. 025s + se eee _ (97,213) 
Usediin operations 2. ca:. ast crt» > a ulsieps So Sietaeneeer aye Cette ann ae eeren, 293,643 40,876 
Acquisition of subsidiary companies. .). .1.mie ts ee eee — 385,137 
Current portion of deferred income taxes arising from the 
extraordinary items) <.020.cc as eee ee ee — 488 ,000 
Expenditure on petroleum and natural gas leases.2 2)... 0. eee 362,808 320,924 
Purchase of mining properties.c..-.02. ee ee eee 716,000 — 
Invéstmientsfand advances aa. ane eee ce eee eee 415,319 449,855 
1,787,770 1,684,792 
Increase (decrease) in working capital... 2... .... 0... cece eee 337,439 (7,188) 
Working capital — beginning of year. ............ 0... cece eee ee eee 584,960 592,148 
Working capital — end of year... 0.0.0... ccc cee cece teense eenees $ 922,399 $ 584,960 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the balance sheet of Pyx Explorations Ltd. as at December 31, 1981 and the statements of earnings, 
retained earnings and changes in financial position for the year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly, included such tests and other procedures as we considered 
necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial position of the company as at December 31, 1981 
and the results of its operations and the changes in its financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


Toronto, Canada COOPERS & LYBRAND 
March 19, 1982 Chartered Accountants 


PYX EXPLORATIONS LTD. 


Notes to Financial Statements 
FOR THE YEAR ENDED DECEMBER 31, 1981 


1. ACCOUNTING POLICIES 


The accounting policies of the company are in accordance with generally accepted accounting principles. Those 
policies considered particularly significant are outlined below: 


(a) Long-term investments 


Investments are carried at cost and are written down when there is evidence of a decline in their inherent worth 
below their carried value. 


(b) Deferred exploration and development expenses 
Exploration and development expenses relating to mining properties and petroleum and natural gas leases are 
deferred until the properties are brought into production, at which time they are amortized on a unit of 


production basis, or until the properties are abandoned or sold, at which time the deferred expenses are written 
off. 


(c) Amortization of petroleum and natural gas leases 
Amortization is charged on the unit of production basis calculated on the unamortized balance at the beginning 
of the year. No amortization is charged on the current leases as they are not in the production stage. 


(d) Income taxes 
The company follows the deferral method of income tax allocation whereby the provision for income taxes is 


based on income reported in the accounts. 


— 


Principal timing differences result from reserves claimed for tax purposes on the Noranda receivable and from 
exploration expenditures claimed for tax purposes in excess of amounts written off for accounting purposes. 


The effective rate of tax is less than the combined federal and provincial rates, due to permanent differences 
such as depletion allowances, resource allowances and other mining allowances. 


. BUSINESS COMBINATION — SUBSEQUENT EVENT 


On January 7, 1982, Pyx Explorations Ltd. (“Pyx”) and a wholly-owned subsidiary of Discovery Mines Limited 
(“Discovery”) and Discovery amalgamated as Discovery Mines Limited under the provisions of the Canada 
Business Corporations Act in accordance with the amalgamation agreement dated December 4, 1981 among these 
three parties. 


On the amalgamation, treasury common shares of Discovery were issued to the shareholders of Pyx, exchanging five 
common shares of Pyx for three common shares of Discovery. 


The merger has been accounted for on the pooling-of-interests basis. Pro-forma information on the financial 
position as at December 31, 1981 and the results of operations and changes in financial position for the year then 
ended, on a pooling-of-interests basis, is included in Appendix A-1 to Appendix A-11 to these statements. 


3. DUE FROM NORANDA MINES LIMITED (NORANDA) 


1981 1980 
Receivable arising on the disposition to Noranda of anet profits contract...... $3,400,000 $4,400,000 
LeSS A CUIT ONC DOL ON. oretients Wine secant ensas ta, cde tial yh wleyss a: Wale sere! a Gein 1,000,000 1,000,000 
2,400,000 3,400,000 
Receivable on a quarterly basis at the rate of $0.25 per ton of ore mined and 
milled from a producing property formerly owned by the company....... 68,019 128,076 
$2,468,019 $3,528,076 


PYX EXPLORATIONS LTD. 


4. LONG-TERM INVESTMENTS 


1981 1980 

Investment in shares of Rayrock Resources Limited — at cost (quoted market 

value: 1981 — $411,565;1980 —“$487,237)ie ae ee ree cee: $518,325 $292,208 
Investment in other mining companies — at cost (quoted market value 1981 — 

$125 4217-71980 —.$216 645) Soa cere er et deere eae rears te 133,935 101,535 
Unlisted shares and debentures — at nominal value..................... 3 Sa 
Non-interest bearing advances to officers, directors and employees under a 

stock purchase plan, due on or before December 31, 1986............ 149,000 11,000 


$ 801,263 $ 404,746 


5. NATURE OF MINING OPERATIONS 
The company has carried out exploration and development work on its mining properties and has not determined 
whether these properties contain ore reserves that are economically recoverable. The company is not presently 
carrying on active exploration. The recoverability of the amounts shown for mining properties and related deferred 
costs is dependent upon the existence of economically recoverable reserves, the ability of the company to obtain 
necessary financing to complete the development, and upon future profitable production. 


6. DUE TO DISCOVERY MINES LIMITED 
This promissory note is due for repayment in 1983 and bears interest currently at prime plus 1%. 


7. CAPITAL STOCK 


1981 1980 


(a) Authorized — 
5,000,000 first preference shares of no par value 
1,000,000 second preference shares of no par value 
6,000,000 common shares of no par value 
Issued — 
3,960,555 common shares (1980'—35822,555) entree $3,498,186 $3,360,186 


(b) Shares issued in the year 


A total of 138,000 common shares were issued during the year pursuant to the employee share purchase plan for 
a consideration of $138,000. 


8. 


10. 


PYX EXPLORATIONS LTD. 


STATUTORY INFORMATION 


A total remuneration of $3,000 was paid or payable by the company to the directors and senior officers for the year 
ended December 31, 1981 (1980 — nil). 


. EXTRAORDINARY ITEMS 
1981 1980 
Gain on disposition of Norita Quebec Mines Limited (“Norita”) share of a net 
profit contract, net of income taxes of $2,228,019 and minority interest 
COTTA TOT ICES, 2 SCR hs ae Be a ae Oo $ — $1,548,425 
Realization of the tax savings on application of loss carry-forward.......... — 63,689 


tS fe $1,612,114 


During 1980, the company purchased the minority shareholding in Norita together with an additional subsidiary, 
Amagami Mines Limited (“Amagami”). Effective June 30, 1980, the three companies amalgamated under the 
provisions of the Business Corporations Act of Ontario. 


RELATED PARTY TRANSACTIONS 
(a) During the year, the company purchased 43,000 shares of Rayrock Resources Limited to hold 106,900 shares at 
December 31, 1981. Rayrock owns 32.4% of Pyx and the companies share many of the same officers and 


directors. 

(b) Rayrock Resources Limited pays substantially all of the remuneration of directors and senior officers as well as 
rent and other joint costs (including general exploration) of the company and associated companies and is 
reimbursed by these companies for their proportionate share thereof. The amount paid during the year by the 
company with respect to these charges was $101,350 (1980 — $76,000). 

(c) During the year, the company purchased certain mining claims from an associated company, at the estimated 
fair market value, for a total consideration of $716,000. The estimated fair market value was determined by an 
independent valuation. The consideration given was as follows: 

(CHT Nhs au ololaud Sand. GA BRE CRO CREED OO: Oct ORR ae em OS Sr $100,000 
Po OMMSSOL VIOLe ee etiee co eee on MeraGe tn, Set Gin atls: Oe wis OE « ata ielngeis Alea) ele e/eieieis sieieattene 616,000 
$716,000 
Total interest paid on the promissory note during the year amounted to $73,731. 
(d) During the year, the company sold certain interests in petroleum and natural gas leases to an associated 


company at the then estimated fair market value of $297,684. The estimated fair market value was independently 
determined. 
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